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Answer all questions.   
 
Question 1  
 
The separate legal entity theory for corporations involves the notion of a corporate veil. 
Is the protection provided by the corporate veil justifiable?  
Prepare your answer with reference to relevant statute, common law and observations 
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Question 2 
In November 1998 Earth Pty Ltd (Earth) was incorporated. As part of the shareholding 
structure of the company, the constitution provided that each of the four subscribers 
agree to take 100 shares at the issue price of $250 per share. The four subscribers 
became the executive directors of the company. The company commenced business 
installing solar panels.  
The business thrived and by 2002 there was interest to enter into a franchising 
agreement.  Three of the company directors wanted to expand and enter into franchise 
agreements to open three more stores.    The fourth member and director, Alice, 
thought it was too risky and did not want for Earth to expand.  Alice was also not in a 
financial position to contribute more capital.  
During a board meeting it was decided that the company will issue more shares for the 
purpose of the business expansion.  They agreed to issue 4,000 $100 preference 
shares with 10 per cent cumulative dividend. Alice was the only director who voted 
against the proposal for expansion and did not purchase any of the issued preference 
shares.  
Following the board meeting, a members’ meeting was called three months later with 
notice of the following motions: 
• Alteration to the constitution to restrict payment of dividend to ordinary shareholders 
for a period of 5 years to enable the company to finance the expansion.  
• Alteration to the constitution to requiring each director to acquire 1000 preference 
shares. 
• Alteration to the constitution to allow for holders of preference shares to acquire the 
shares of existing members at market price within 30 days of the date of the meeting 
by making a written offer. 
Alice seeks your advice on her rights as a member of Earth. 
 
 
 (25 marks) 
 
 






THIS EXAMINATION PAPER AND SUPPLIED MATERIALS ARE NOT PERMITTED TO BE REMOVED FROM 
ANY EXAMINATION VENUE IN ANY CIRCUMSTANCE 
 
Semester 1, 2015 FINAL EXAMINATION 
 LWZ315 – Corporations Law 
Page 4 of 4 
Question 3 
Jupiter Pty Ltd (Jupiter) operated a chain of stores selling aeronautical equipment.  In 
1995, Apollo was appointed as the managing director for a period of 5 years.  This 
appointment was formalised by an employment contract. The company had a 
constitution of its own and there was a clause which restricted the managing director 
from borrowing more than $20,000 without the approval of the board.  This restriction 
was also stipulated in the employment contract. 
Apollo was well liked by the board of Jupiter and although he was not formally 
reappointed after the five year period he continued to carry out his duties as the 
managing director for Jupiter. Although Apollo was not reappointed, in Jupiter’s 
company tax return for financial year ending 2000, Apollo signed off the tax return on 
behalf of the company. 
In September 2000, Apollo arranged a meeting with Pluto Bank Ltd (Pluto) to borrow 
$2,000,000. Pluto has previous dealings with Jupiter and did have a copy of Jupiter’s 
constitution. Apollo made several representations to Pluto stating that the purpose of 
the loan was to fund a new manufacturing arm of Jupiter following Jupiter’s successful 
bid to manufacture equipment for a space centre in Mars.  
Pluto’s bank officer who prepared the loan agreement emailed Apollo to verify he had 
obtained board approval but failed to follow-up on that query.  Subsequently, the bank 
officer arranged for a meeting to finalise the contract.  Apollo signed the contract and 
the bank officer handed the cheque to Apollo. Unbeknownst to the bank officer, Apollo 
misappropriated the money and relocated to Ibiza.  
Jupiter’s board is shocked by Apollo’s conduct and claim that they are not bound by the 
contract. Jupiter’s board seeks your advice on whether the company is bound by the 
contract with Pluto. 
(15 marks) 
 
 
 
 
